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Mr. GeorGe, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany Executive K, Eighty-second Congress, second session; Executive 
L, Eighty-second Congress, second session; and Executive P, Eighty-second 
Congress, first session] 

The Committee on Foreign Relations, having had under considera- 
tion a convention with Finland relating to estate taxes, signed at 
Washington, March 3, 1952 (Executive K), a convention with Finland 
relating to income taxes, signed at Washington,. March 3, 1952 
(Executive L), and a convention with Switzerland relating to estate 
taxes, signed at Washington, July 9, 1951 (Executive P), reports 
these conventions to the Senate and recommends that it give its advice 
and consent to their ratification. 


GENERAL PURPOSE OF CONVENTIONS 


The pending tax conventions, two of which relate to estate taxes 
and one of which relates to income taxes, are part of a program de- 
signed to afford tax relief to individuals and corporations in situations 
in which they would be subject to double taxation because of the nature 
of their operations or because tax laws of different countries impose 
tax liability on different bases, resulting in the assessment of double 
taxes. The conventions also seek to prevent evasion in the payment 
of taxes. 

These conventions are part of a program begun in the late 1930’s. 
The program has the support of a number of private groups concerned 
with protecting the interests of American organizations and individuals 
doing business abroad. The Senate has approved a number of con- 
ventions of this general type in the past and has, by its reports, reserva- 
tions, and understandings, given guidance to the executive branch in 
the negotiation and conclusion of such conventions. The last group 
of 14 such conventions was approved by the Senate last year. 
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COMMITTEE ACTION 


On May 19, 1952, the chairman of the Committee on Foreign 
Relations asked Senator George to serve as a subcommittee of one 
to study the pending conventions and submit his recommendations 
with respect thereto to the Foreign Relations Committee. The sub- 
committee examined the conventions with the assistance of the 
staff of the Joint Committee on Internal Revenue Taxation and 
found that they are similar in scope to the conventions approved last 
year by the Senate and that they contain no provisions found objec- 
tionable in past treaties on double taxation. The committee received 
no evidence of opposition to the treaties and received several endorse- 
ments of them. No public hearings were held. 

A letter from the Secretary of State, which accompanied the two 
conventions with Finland, stated their provisions are ‘in harmony 
with the policies expressed by the Senate in approving’’ past conven- 
tions and protocols. 

On June 23 the subcommittee reported the conventions to the 
Committee on Foreign Relations, which recommended that the 
Senate give its advice and consent thereto. 


ANALYSIS OF PENDING CONVENTIONS 


For a complete analysis of double-tax conventions reference is made 
to the report submitted last year to the Senate in connection with its 


consideration of 14 similar conventions. (See Ex. Rept. No. 1, 82d 
Cong., 1st sess.) 


The pending conventions with Finland and Switzerland were 


studied by the staff of the Joint Committee on Internal Revenue 
Taxation, which submitted the following report thereon: 


Income-tax convention with Finland 


The pending income-tax convention with Finland does not contain any of the 
provisions which the Senate previously has found objectionable in its considera- 
tion of other treaties. The convention contains no discrimination against the 
earnings of public entertainers, nor does it provide for the exemption from United 
States tax of capital gains or accumulated earnings. Moreover, the collection 
provision contained in the treaty is in the modified form which the Senate has 
previously approved. 

The Finnish income-tax convention is substantially identical with other conven- 
tions which are either already in effect or whose ratification is pending and its 
objectives include the elimination, so far as possible, of double taxation with 
respect to income, either by exemption in one of the countries or by the applica- 
tion of the credit principle, or both, and the establishment of a system of recipro- 
cal administrative assistance between the tax authorities of the two countries. 
The convention includes provisions similar in character to other income-tax 
treaties now in force or pending concerning business income, shipping and air- 
craft, dividends, interest, royalties, compensation and personal services, Govern- 
ment wages and salaries, pensions and life annuities, professors and students, and 
fiscal cooperation. The principle of the United States tax-credit system is 
adopted in the convention on a reciprocal basis. 

The convention provides for the reciprocal reduction to 15 percent of the tax 
on dividends payable to nonresidents. This provision is included in other con- 
ventions. However, in the case of the Finnish convention, the provision applies 
to the total of the Finnish tax on dividends and the Finnish property tax on 
capital stock. 

With respect to the regiprocal exemption of copyright royalties derived from 
sources in one of the contracting states by a resident or corporation of the other 
contracting state not engaged in trade or business in the former state through a 
permanent establishment, it should be noted that royalties or rentals derived 
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from the use or exploitation of motion-picture films are specifically excluded from 
the scope of the exemption. This exception is comparable to that contained in 
the convention with Canada approved last year. 

The article providing for the mutual assistance in the collection of taxes extends 
only to such cooperation as will insure that the exemption or reduced rates of tax 
— under the convention shall not be enjoyed by persons not entitled to such 

enefits. 

The convention provides that it shall become effective for taxable years begin- 
ning on or after the lst day of January of the year in which the exchange of instru- 
ments of ratification takes place. 


Estate-tax conventions with Finland and Switzerland 


The estate-tax conventions with Finland and Switzerland,are similar to and 
have the same basic objectives as those already in force, i. e., the avoidance of 
double taxation and the prevention of fiscal evasion. 

As in the existing conventions, double taxation is principally avoided by means of 
credits. Furthermore, as is the cas? with other conventions, the treaty with 
Finland provides rules of situs of property binding upon both countries. How- 
ever, because Switzerland imposes no death duty by reason of movable or personal 
property being situated in Switzerland, no situs rules have been provided in the 
Swiss convention. Therefore, in the application of the Federal estate tax to 
estates of nonresident aliens of the United States who were Swiss citizens or 
domiciliaries, situs rules under our present law remain unchanged under the 
convention. 

As is true with respect to all other estate-tax conventions, both the Swiss and 
Finnish conventions are applicable only to the Federal estate-tax imposed by the 
United States Government. Thus, state taxes remain unaffected. However, 
the convention with Finland extends not only to the inheritance tax imposed by 
the National Government of Finland but also to the death duties imposed by the 
Finnish communes. The National Government of Switzerland does not impose 
a death duty. However, death duties are imposed by 20 of the 22 cantons which 
compose the Swiss confederation, and several municipalities impose their own 
death duties. The convention with Switzerland is applicable to the death duties 
imposed by the Swiss cantons and their political subdivisions. 

The Swiss convention contains no provision for mutual assistance in the collec- 
tion of taxes. The convention with Finland provides only for such mutual 
assistance in collection as will insure that the credit or any other benefit granted 
under the convention shall not be enjoyed by persons not entitled to such benefits. 

Both the Swiss and Finnish conventions shall become effective on the day of the 
exchange of instruments of ratification and shall be applicable to estates or inherit- 
ances in the case of persons who die on or after that date. 


COMMITTEE CONCLUSION 


The committee believes the pending conventions will assist indi- 
viduals and corporations in meeting problems of tax liability arising 
from activities which put them in positions where they are subject 
to tax burdens heavier than those carried by individuals and corpora- 
tions whose operations do not invite the imposition of double taxes. 

The committee recommends that the Senate give its advice and 
consent to the ratification of the pending conventions. 
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